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Doar Sit or Madanms

Wae have considered your appiication for racognition of wxcap=ion frow Fedcral
income tax under section 501(c)(4) of the Intarnal Revenue Coia,

The information cabritted discloses that you wereo oryanizel on

as a comdomniur regime astablished under [N ﬂ
I B B r-iset Cival Statutcs. Your purpose is to gurve the
ammbers by mainteining the common arcas of [ v ich arc the common
araza surroundivy ] B B office buildings sivuated on [Jecr:s.
in maintaining the common areas, every effort is made to proviie convenient,
safz and pleszsant access for the public when conducting their bugsiness on tha
property and to maintain the areas in a tasteful and attractive eavironment

for the community as a whole. Membership is requircd by all building own~zrc LIn
ordaer too ensure that all building property common areas is maintainnd
consistently and for the conveniencoe of each building owner. The income
derived from the regime is oxclusively from dues for thc membership for the
sole purpoge of maintaining thoase coenmon aresas in order to ensura that the
compon property is properly maintained and ‘l"o'j'provido pleasant surroundings for
the entire community. The entity is a condominium association, but not a

homcowners® association and the entity does not benefit any individual
persanally. ‘

The activity bugan in [ B Fror tnceptlon through [l you filed
tax returns as a homeowners' assoclation, You.felt.that the ragime doos not
qualrfy to file as a homeownars' assoclation because nonc of the feas rccoived

ara from member-owners of residential unita,

Initiator Reviewer Reviewer Reviewer Reviewer Reviewer




The Council of Co~Owners has a hired managing agent who manages and operates
the common e¢lements for all member~owners. All activity occurs within an
office building on the property.

In Fora 1024, Schedule B, Ites 2, you state;

"Intent is to mafintain the common areas for the benefit of . .
members owners and their clioats, guests and the ganeral . .
public, to include; after hours security, landscape main- '
tenance parking areas, trash disposal, and an on-site sewer
treament plant. Additionally, the owners allow for the
monthly collection and disbursement of maintenance fees

to off-set expanses for the above services. Ownexs share
equally, paying $.fjjJj ver square foot of building space
they own individually, Some funds temporarily in excess
of immediate needs are invested in shoxrt tara interxcat
bearing accounts from time to time. Maintsnance of the
common areas is intended to be tasteful, attractive, and
provide convenient, safe and pleasant access for the
public when conducting their siness on the property.
Overnight collection boxes are maintained on the property
for the benefit of the public.®

Review Of the statement of revenne and expensdas reveals that the following
expensas wore paid by the regime:

a. Building ropairs/maintenance h. Water

b. Lighting/elactxical i, Sewage treatmsnt plant
Ce Insurance expensces j« Uncollected member fees
d. Management fees k. Sprinkler repairs

se Trash disposal 1. Grounds parking lot

f. Securlity m. Logal

g. Electricity ne. Accounting

subttantidlly all of the expensaes ware reliated to the purchase and main-
tenance of landscaping, including trees, shrubbery and installation of a
- Spray water system.

You also revievw all planned site improvements within — to
ensure they conform with certain standards.

Section 501(c)(4) of the Internal Ravenuc Code provides exemption Zory

*Civic Leagues or organizations not organized for profit but operated
exclusively for the promotion of social welfare...”

Section 1.501(c)(4)=1({a)(2)(1) of the Income Tax Regulations provides that:

*An organization is operated exclusively for the pronotion of
social welfare if it is primarily engaged in promoting in soma
way the common good and general welfars of the people of the
community. An orgenization embraced within this section is
one which is operated primarily for the purposs of bringing
about civic bettermant and social improvements."®
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Revenue Ruling 75-286, 1975~2 C.B. 210 holds that an organization with
penbership limited to the residsnts and Iusinesses within a city block and
formad to preserve and beautify the public areas in the block qualified
for exemption under section 501(c)(4). The areas beautiful were between
the sidewalks and the strxeat. BSupport was from contributions and fund-

ralsers. Activities included providing funds to the city to plant trees
and picking up licter in the straeets,

Revenus Ruling 74=17, 1974~1 C.Bs 130 atates that an organization formed
by unit owners of a condominimm housing project to provide for the manage-
ment, maintenance, and care of the common areas of the project, as defined
by state statute, with meabership assesaments paid by its unit owners does
not qualify for exemption under section 501(c)(3) of the Code.

The organization aid not qualify for exemption under section 301(c)(4)
because the essential natuxre and structure of a condominium system of owner-
ship, its rights, duties, privilegos, and immnities of the memhaors of an
association of unit owners derive from and are established by, structuring
and compulsarily tied to the owner's acquisition and enjoymsnt of ‘e
property in the condominium. Addicionally, condominium ownership i ‘eg
the maintenance and care of many common areas which necessarily cons.. .tes
the provision of private benefits for unit owners.

To qualify for exesption under section 501(c)(4) of the Code, an organization
must be providing benefits which primasily benefit a general comminity as
opposed to benefiting some private interest. While there may be some public
benafit to be dorived from your landscaping of public right of way, we believe
that tar greator benefit is to the [N - Your cxtencive
landscaping, grey water treatment systems and maintenance of facilitles serves
20 enhance, improve and maintain the appearance of and the
individual businesses located thersin. Activity of this nature is a common
sinass expense for business developments.

We believe ycur cperotions are Gistinguishable from those of the organization
described in Reenue Ruling 75-286 (supra). In your case, membership is not
voluntary and you ara supported by mandatory assessments rather than dona-~
tions. Your maembership is compossed of only the occupants of a particular
business develomso.t unlike the membership of the organization describe! in
Revenue Ruling 75-286 (supra), which included the unrelated residents and
businesscs of a city block. In that case, it could not be said that the
organization's activities only benefictted a single private interest. inurther,
your activities will extend much further in that your landscaping is nou
limited to that area beiween sidewalks and public streats, but will include
ail land arcas witnin [N #¢ conciude that the private
benefit to you is much mora than merely incidental.

Furtner your reviowing «id anforcing covenants and restrictions serves to

venetit [INEEEE by ~intsining the integricy of the developmen..



Accordingly, becauss we have determined that youx rations serve to promote
the private economic interest of s tax exempt status under

section 501{c)(4) is denieds You should file Pedaral income tax returns.

If you agree with these conclusions or do not wish to file a written protest,

pleass sign and return Zorm 6018 in the enclosed self-addressed envelope as
soon as possible, ' ‘

If you do not agree with these conclusions, you may, within 30 days froam the
date of this letter, file in duplicate a brief of the faots, law, and argument
that clearly sets forth your position. If you desire an oral discussion of the
issue, please indicate this im your proteast. The enclosed Publication 892
gives instructions for filing a protest.

If you do not file a protest with this office within 30 days of tho date of
this report or letter, this proposed determination will become final.

If you have any further questions, please contact the person whose name and
talephone number are shown at the beginning of this letter.

Sincerely,

Distxict Director

Enclosures;
Publication 892
Form 6018
Form 1120

CCa





